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UNITED STATES TAX COURT 


W. LEE KNIGHT and EVELYN KNIGHT, Petitioners v. COMMISSIONER 
OF INTERNAL REVENUE, Respondent 


Docket No. 5285-71. Fiied March 25, i975. 


Henry Gelles, for the petitioners. 


Curtis W. Berner, for the respondent. 


MEMORANDUM OPINION 
RAUM, Judge: The Commissioner determined a deficiency of 
$8,906.81 in petitioners’ income tax for the calendar year 1968. 
At issue is whether a debt which became worthless in 1968 was a 
nonbusiness debi, and consequently, whether petitioners were 
entitled to claim only a short term loss in that year subject 
to the statutory limitations in respect of such losses. All 


of the facts have been stipulated. 


Petitioners are husbun and wife; they reside 
the time the filed the 

herein. in mber, 1956, along with ‘eanne 
De Mattos, petitioners contracted to purchase 
in Lake City, Florida, known as the Holiday Motel and Holid 
Restaurant ("the Motel"). ‘The transaction was consuimn 
during the following month, and a warranty deed, mortgayg 
and bill of sale were recorded on January 31, 1957. On 
February 8, 1957, these four persons registered with the 
county of Columb:.a, Florida, as doing business under the 
name "HOLIDAY MOTEL AND HOLIDAY RES AURANT", with each desig-- 
nated as having a 25 percent interest in the business. 

Subsequently, the same persons organized Dak Cominanyy: Inc. 
("DAK") for which.a certificate of incorporation was filed in 
Florida on April 26, 1957. ‘The capital s *k of DAK consisted 
of 100 shares of common stock, 50 shares of which were issued 
to the petitioners for $17,500 and 50 shares to the De Mattoses 
for a like amount of cash. This stock was never thereafter 


transferred, nor was any additional stock issued at any time. 


At the meeting of DAK's board of directors on May 23, 


1957, petitioners were elected president and secretary of the 
corporation and authorized to enter into an agreement on its 


behalf to purchase the Motel from themselves and the De Mattoses 


$225,200, payable as follows: $35,000 
00 shares of DAK capital stock, $40,000 by 
demand notes at five percent interest, and the balanc 


assumption of certain outstanding mortgages to which the 


property was subject. 


The business of operating the motel and restaurant Was 


conducted by DAK, as naown by its annual financial statements 
which were prepared by DAK's certified public accountants in 
reliance (without independent verification) on the books and 
records provided by management. Although record title to the 
property does not appear to have been transferred to DALY in 
accordance with the agreement referred to in the previous para 
graph, that property was nevertheless carried as an asset on 
DAK's books and records and was listed as such in its financial 
statements for each year, except in the statement as of 
Decemoer 31, 1968. Similarly, the mortgage obligations in 
respect of the property were shown as a corporate liability in 
those statements, and deductions for depreciation, taxes, and 
interest were taken in the corporation's profit and loss state- 
ments. The record does not disclose any formal change in title 
to the property until November 20, 1968, when a warranty decd 
was recorded in Columbia County, Florida, purporting to convey 
all of the interest of petitioners in the Motel to persons 


named W. L. & Edna C. Summers. 


DAK's board of directors voted to pay petitioner 


Ne] 


W. Lee Knight and Jacques De Mattos $5,000 each for service: 
rendered in 1957, - which time ry agreed that upon receiving 
these sums they would lend like amounts to the corporation. 

No evidence was offered suggesting that any Other salary pay- 


tenrban 
Leow 


ments were ever authorizei, and the corporate financial 


do not reflect any such payments for any year other than 


DAK suffered losses during 9 of 11 years from 1957 through 
1968 (the stipulation and accompanying exhibits are Silent with 
respect to 1966) during which period it received loans from its 
shareholders, made repayments of portions thereof, and had out- 


standing annual balances as follows: 


dee 


The financia! statements indicate that the following 
amounts were expended for "Officers' life insurance” in the 
years indicated: 


"OFFICERS! LIFE INSURANCE" EXPENSE 


year Amount 


1957 $1,581.25 
1958 ON B6n 75 
1953 1,725.00 
1960 |, 531.25 
1961 1,725.00 
1962 , 725.00 
1963 1,725.00 
1964 A351 25 ~ 


Nothing in the record, however, discloses the identity of the 
beneficiaries or the owners of the policies. 


Balance as of 

Loan Repayment  _December 31 _ 
$40,000.00 $18,896.00 $21,104.00 
2,047 324 220057 aoe oo 
-—- = 33),,029.87 
33,029.87 
33,029.87 
83,029.87 
33,029.07 
2, 200.00 35,929. 67 
—- 800.00 a5) 29 67 
--- 200.00 34,929 87 
2,211.5) ——— 37,241.38 
--- 500.00 36,641.39 


These debts of which petitioners’ share in 1968 was 


$18,320.69 became worthless in that year, but DAK was not 


dissolved until October 14, 1969 when a certificate of dis- 


solution was filed with the Secretary of State of Florida. 
The existence of a bona fide debt in the amount of $18,320.69 


which became worthless in 1968 is not disputed. The only matter 


on Which the parties @Gisagree as the proper character 


Of this ‘bad debt. It the cet is: a nonbusiness debt, 


sectaon LOG(d) (1), 1. ReC. 5 “ allows the deduction 


as a short, term capital loss. And section 166d) (2) 

the term "nonbusiness debt” to me: a “debt other than 

(A) a Gebt created or acquired (as the case may be) in con 
mection with a trade or business of the taxpayer; or (B) a 
debt the loss from the worthlessness of which is incurred 


the taxpayer’s trade of business.” We hold that the debt 


BAD DEBTS. 
(a) General Rule.-- 


(1) Wholly worthless debts.--There shall be 
allowed as a deduction any debt which becomes 
worthless within the taxable year. 


* * * ° * 
(ad) Nonbusiness Debts.-- 


(1) General rule.-~In the case of a taxpayer 
other than a corporation-— 


(A) subsections’ (a) and (c) shall not 
apply to any nonbusiness debt; and 


(B) where any nonbusiness debt becomes 
worthless within the taxable year, the loss 
resulting therefrom shall be considered a loss 
from the sale or exchange, during the taxable 
year, of a capital asset held for not more 
than 6 months. 


* 


controversy did not bear the necessary relationship to any 
trade on business conducted by petitioners, and that it therd-— 


fore must be classified’ as a nonbusiness debt. 


While it is true that upon acquisition of the motel prop- 


erty, the Knights and the De Mattoses filed a fictitious name 
registration dated February 8, 1957, in respect of the Holiday 
Motel and Holiday Restaurant business, DAK was thereatter 
incorporated, On April 26, 1957, to conduct that business, 
and the evidence shows that petitioners were merely stock- 
holders and officers (cs well as employees and directors) of 
that Corporation. fo be sure, naked title to the property 
remained in the individuals, who also were undoubtedly ac- 
countable as mortgagors, but the agrcoment between them and 
DAK placed the beneficial ownership in the corporation. In 
accordance with that arrangement, not only was the property 
treated as an asset of the corporation on its balance sheet, 
but the mortgage indebtedness in respect of the property was 
recorded thereon as its liability. And it was the corpora- 
tion that deducted depreciation in respect of the property, 
as well as interest and taxes. In the Circumstances, we con- 
clude on the record before us that it was the corporation 
alone, and not petitioners, that conducted the motel and 


restaurant business. 


Moreover, petitioners’ relationship to that business 
Wes NOt) of 'such characcer: as to warrant) treating DAK"s 
liability to them as a business, rather than a nonbusiness 
debt. Certainly, their mere status as stockholders, officers 
and employees of DAK is not a sufficient basis to support 
their position. Cf. United States v. Generes, 405 U.S. 93; 
Whipple v. Commissioner, 373 U.S. 193. Nor does it appear 
that there were unusual ciccumstances present like those in 
Trent Vv. Commissioner, 291 F. 24 669. (C.A. 2), where the loans 
were made to protect an employee's job and salary. The only 
Salary that could even be treated as having been paid to pe- 
tationers was ian item of) $5,000 un) 2957.) The evadence fails 
to. show any other compensation during the years 1957-1968, 
apart, perhaps, from comparatively small amounts for life in- 
surance during the years 1957-1964 (see footnote 1, supra) 
which might or might not on this record be susceptible of 
classification as compensation. Plainly, the loans to DAK by 
petitioners were not made to protect their salaries. Nor is 


there any basis for concluding that the loans were made in 


connection with their ownership of the real estate. Not only 


does the record fail to show that DAK paid them any rent for 


use of the property, but it affirmatively discloses that DAK 
treated the property as its own; petitioners’ interest in the 


property was held for the benefit of DAK. 


jpstesesoanenneeptendioneseeoenpeapagensapaesetanesiivensteiitaeetanenasnssiaceliadibapeeanaammngpnarapunepeenenemenepastaniamstiaetaigiianmneupataeideagmmnmans atiamaseiaes mmeneminenmadmcememmeemmmeetttn mma adianeemmmnnnmmed 
iz ie = ae a LE MR. OE anttinagion _e sa “ CO 
ne : TT A LER OE BE EEE RT EGA CS NMS, REE OE ST BE ORR AIL COLE EME! IGE OAR SR As a eR ARE AD EA “ROE - 
aS dS Rech RE ERO ERE ES SRS RE A BRI OS RE R28 A RRR PR ER i ce 
* 4 


& 


What we have said above a nply disposes ¢ etilioners' 
elternative contention that they were engaged j aA Joint 


venture with DAK. Whether a joint venture existed between 


petitioners and DAK is a question of fact for which the 


burden of proof rests on petitioners. Perlmutter v. 


Commissioner, 373 F. 2a a>, 49 (C.A. 10), attirming 44 7 .c, 


362; Hubert M. luna, 42 €.¢. 1067. <2 Beck Chemical Equipment 


4 


Corporation, 27 T.c. 840, 848-849, we noted that, 


The legal relationship known as a joint 
venture has been defined as a "Special combina— 
tion. of two or more persons, where in some spe- 
cific venture a profit is jointly sought with- 
out any actual partnership or corporate designa- 
tion," and also as “an association of persons to 
carry out a single business enterpr “ee for 
Prorit.” * * * 


However, "the essential question is whether Che parties in- 
tended to, and did in fact, join together for the present con-— 
duct of an undertaking or enterprise," and among the many 
factors to be considered in determining whether a joint venture 
exists are: 


The agreement of the parties and their conduct in 
executing its terms; the contributions, if any, 
which each party has made to the venture; the par- 
ties' control over income and capital and the 
right of each to make withdrawals; whether each 
party was @4 principal anda coproprietor, sharing 

a mutual proprietary interest in the net profits 
and having an obligation to share losses * * * 
whether business was conducted in the joint names 
of the parties; whether the parties filed Federal 


partnership returns or otherwise represented to 
respondent or to persons with whom they dealt 
that they were joint venturers; whether sepurate 
boons of account were maintaing: im tht venture: 
and whether the parties exercicad matual 
over and assumed mutual responsibilities 
enterprise, : 
bert M. itima, supra, 42 7.C. at 1077-G. Here there is no 


evidence of an oral or written agreement between petitioners 
and DAK to form a joint venture, of Federal partnership re- 
turns having been filed, of separate books for the alleged 
joint venture, nor of the parties holding themselves out as 
joint venturers to persons with whom they dealt. From the 


~ 


financial statements of DAK it appears that the corporation 


“ewned the Motel and enjoyed #11 of the profits and bore ali 


-Of the losses from its operation. Indeed it appears that 

whatever control over the enterprise petitioners enjoyed was 

not by reason of being joint venturers but because they were 
2 . 4 * 

shareholders, officers and directors of DAK, and as the court 


stated in Skarda v. Commissioner, 250 F. 2d 429, 434 (C.A. 10), 
The fact that the taxpayers exercised comolete 
dominion and control over the corporation, 
were in charge of its administration and manage- 
ment, and fully directed its policies does not 
justify disregarding the corporate entity 
for tax purposes. 


Bearing in mind that the burden of proof is upon petitioners, 
we cannot conclude on the materials before us that the debt in 
question was other than a nonbusiness debt. To reflect certain 


concessions 


Decision will be entered under 


Rule 155. 
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Lee Knight 
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Commissioner of Internal Revenue, 


Respondent 


mee ee ee ee ee ee 


LOTICE OF APPEAG 


Notice is hereby given that W. Lee Knight and Evelyn Knight 
hereby appeal to the United States Court of Appeals for the Second 
4 


Circuit from the decision of this court entered in the above cap-— 


tioned proceeding on the 16th day of October, 1975. 


Counsel £6r Petitioners 
Box 590 

Lake Placid, New York 
(518) 523-2581 


AGREEMENT TOR DEED 


ky AGREEMENT, made this 12th day of Dec ember, 
BETWEEN H. S. McKinnon, Sr., and his wite, Viola McKinnon, Il. 
McKinnon, Jr., and his wife, Evelyn K. McKinnon, parties of the firs: 
and W. Lee Knight and his wife, Evelyn W. Knight, Jacques 
wife, Jeanne DeMattos, of Saranac Lake, New York, parties of the second 


part, 


WITNESSETH, That the said parties of the second part shall first 


make the payments and perform the covenants hereinafter mentioned on their 
part to be made and performed and said parties of the first part hereby co- 
venant and agree to convey and assure to the said parties of the second part 


their heirs, executors, administrators or assigns, in fee simple, clear of all 


except mortgages to Gulf Life Insurance Company 
encumbrances whatever,/ by a good and sufficient warranty deed, the following 


described property in the County of Columbia, State of Florida, known and 
described as follows, to-wit: 


That pa:t of Block 2, Unit A of Flora Crest Farms more particularly 
described as of July 3,:1952, as follows: 


Begin at a point on the East Right-of-Way Line of State Highway No. 2 
(U. S. Highway No. 41), 40 feet, Northwest of the Northwest Corner 
of Lot 4 of said Block 2, Unit A. Flora Crest Farms and run thence 
Southeasterly along the East Right-of-Way Line of said Highway (Said 
right-of-way line being 33 feet ona perpendicular from the center of 
pavement), a distance of 740 feet, more or less, to the Southwest 
Corner of said Block 2, Flora Crest Farms; thence East, along the 
South line of said Block 2, a distance of 378 feet; thence Northwest, 
parallel tc said U. S. Highway No. 41, a distance of 840 feet; thence 
West 378 feet to the point of beginning, in Columbia County, Florida, 
LESS AND EXCEP?T a strip of land 17 feet wide along the West side 
conveyed to the State of Florida, for use and benefit of the State Road 
Department of Florida, by deed dated April 14, 1953, and recorded at 
Page 419 of Deed Book 86, public records of Columbia County, Florida. 


And the said parties of the second part hereby covenant and agree 
: : ta aan 0 TTINTTI: COUT Ay CITY 
to the said parties of the first part the sum of TWO HUNDRED TWENTY SIA 


THOUSAND, TWO HUNDRED AND FIFTY and no/100 DOLLARS ($226, 250. 00) 


in the mariner following: 


Down payment SEVENTY FIVE THOUSAND and no/100 DOL JI.At S 
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($75, 000. 0S); Second Mortgage in the 

HUNDRED SIXTY_NINE and 33/100 DOLLARS ($90, 969. 33). The first mortgage 
to be held by the Gulf Life Insurance Company of Jacksonville, Florida in the 
atnount of FORTY-NINE THOUSAND THIRTY and 67/100 DOLLARS ($49, 030. 67). 
The down payment to be paid in the following manner. 

TWENTY THOUSAND AND no/100 DO LLARS: $20, 000. 00) to be de- 
posited in escrow by G. A. Buie, Jr. Escrow Agent in the Columbia County 
Bank at Lake City, Florida, as of this date and to be paid to the parties of 
the first part when the title to the property is found to be marketable and 
mortgage commitment has been issued by the Gulf Life Insurance Company 
tothe parties of the second part or the mortgages have been executed and 
delivered and the sum of FIFTY-FIVE THOUSAND AND no/100 DOLLARS 
($55, 000. 00) to be delivered toG. A. Buie, Jr., Attorney -at-Law, Lake City, 
Florida, as Escrow Agent in the form of certified checks or cashier's checks 
upon execution of the second mortgage in the amount of NINETY THOUSAND, 
NINE HUNDRED SIXTY-NINE and 33/100 DOLLARS ($90, 969. 33) to be held 
in the Escrow Account at the Columbia County Bank in Lake City, Florida, 
for delivery to said parties of the first part nn January Znd, 1957. 
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The second mortgage referred to above sha e payable in one hundred 
twenty (120) equal payrnents of SEVEN HUND 
DOLLARS ($758. 08) per month, plus interest of 6% payable monthly in addition 
to the principal sum, the first payment being due on February 2nd, 1957 
in the amount of SEVEN HUNDRED FIFTY-EIGHT and 08/100 DOLLARS 
($758. 08) and on the second of each successive month thereafter until the prin-" 
cipal and interest is paid in full. 


Parties of the second part are to have a grace period of thirty (30) days 


in the event of default in any installment. Parties of the second part shall 


also be entitled to a reduction of fifteen percent (15%) in the event they elect 


to pay off the entire balance of the principal and interest due at any date during 
the first nine (9) years. 

Parties of the first part agrec to deliver possession on January Ist, 
1957, but to continue to operate the motor court and restaurant to January 20th, 
1957, and the parties of the first part shall have the right to live on the pre- 
mises until January 20th, 1957, 

Parties of the second part agree to pay all real estate commissions 
due for the sale of this property in the amount of ELEVEN THOUSAND, TWO 
HUNDRED FIFTY AND no/100 DOLLARS ($11, 250. 00). : 

The above sales price which includes all furniture, fixtures, and 
equipment used in connection with the businesses known as the Holiday Motel’ 


and Holiday Restaurant, and an inventory of the personal property and equip- 


ment shall be attached to this agree 


set out herein, 

Parties hereto agree that any insurance on the buildings and 
located on the above described property shall be pro-rated as of January Ist, 
1957 and including any taxes due at that time. 

Parties of second part agree to carry Comprehensive Insurance, Fire, 
Theft, Tornado Insurance, etc., with extended coverage in an amount suffi- 
cient to cover the principal amount of the combined mortgages with loss 
payable clauses to the mortgagees as their interest may appear. 

Both parties herety agree to the fc vingt: 

1. Accept all advertising contracts as of January ist, (95/7. 

2. All attorneys' costs to be divided. 

3. All mortgage costs to be assumed by the parties of the second 
part, except the recording of the second mortgage and intz ngible 
taxes on the second mortgage which are to be paid by the parties 
of the first part, 

All necessary books of account to remain on the property until 
the delivery of possession on January 20th, 1957. 

A checking account to be opened in the samme of the parties hereto 
to be used for the ope ration of the businesses frorm January Ist 

to January 20th, 1957 with power of attorney givento H. S. 


McKinnon, Jr. to write checks on the abowe account, 
? 


6. The present owners agree to instruc: the purchasers in the opera- 


cad 


tions of the businesses for a period of at least one week. 
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The parties of the first part agree not to entcr into the rnctel 
for a period of five (5) years within a radius of one hundred (100) mi 
above described property. 

Parties of the first part to pay all taxes, impositions or assessments 
that may be legally levied or imposed upon said land subsequent to the year 
1957. And in case of failure of the said parties of the sec od part to make 
either of the payments or any part thereof or to perform any of the covenants 
on their part hereby made and entered into, this contract shall, at the option 
of the parties of the first part, be, forfeited and terminated, and the parties 
of the second part shall forfeit the TWENTY THOUSAND AND no/100 DOLLARS 
($20, 000. 00) payment placed in Escrow under this contract, and such payment 
shall be retained by the said parties of the first part in full satisfaction and 
liquidation of all damages by them sustained and they shall pay TWO THOUSAND 
and no/100 DOLLARS ($2, 000. 00) to the real estate broker handling the sale 
of the property. 

In the event parties of the first part are unable to deliver merchantibdle 
title to the above described property, clear of all encumbrances, other than 
the mortgage to the Gulf Life Insurance Company, all payments placed ‘n 


Escrow with G. A. Buie, Jr., Attorney-at-Law, Escrow agent shall be 


returned to the parties of the second part. 


In the event parties of the second part are unable to obtain a loan or 


mortgage commitment from the Gulf Life Insurance Company, the forfeiture 


clause stated above shall be void and the TWENTY THOUSAND and no/100 
ramenet 1¢ IL 
ag eg 
DOLLARS ($20, 000. 00) payment shall be returned to the parties of the seco 
part. 
It IS MUTUALLY AGREED , ce and between the parties hereto 
a . ? 
he ti c ment sh ae Seeontis nt . 
t time of payment shall be an essential part of this contract, and tha: all 
covenants and agreements herein contained shall extend to and be oblicators 
, al Se vd 
upon the heirs, executors, administrators and assigns of the respective 


parties. 


IN WITNESS WHEREOF, The parties to these presents have hereunto 
set their hands and seals the day and year first above written. 


Signed, sealed and delivered in presence of: 
(27 Ss of the first part 
: oe 
(AG: Ve Vk a co ok 
7 ckre Ee EGNLERL fee (SEAL) 


ees oe (ja ony 1... + (SEAL) 
Jr SUSI Se Ai nee eI Eee Toned Hye eI de iss Se A 


_ (SEAL) 


s of ‘ea second part © 


ha. 02 Pic ot ae 
a i a, ‘ 
Vind A tie - as ne? (SEAL) 


ee. rere co tee (SEAL) 


(SEAL 


STATE OF FLORIDA, COLUMBIA COUNTY. 

On this day personally appeared before me, an officer authorized to take 
acknowledgments of deeds, etc., H. 5. AcKinnon, Sr. and his wife, Viola 
McKinnon, H. S. McKinnon, Jr., and his wife, Evelyn K. McKinnon, parties 
of the first part to me well known, and known to be the persons who cxecuted the 
within agreement, and acknowledged that they executed the same for the pur- 
poses therein expressed. And the said Viola McKinnon, and Evelyn K. McKinnon, 
wives of the said H. S. McKinnon, Sr. and H. S. McKinnon, Jr., upon an exam- 
ination taken by me, separate and apart from their said husbands, acknowledged 
that they executed the said agreement freely and voluntarily and without any constrai 
compulsion, apprehension or fear of or from their said husbands. 

WITNESS my hand and seal this 12th day of December, 1956. 

vee 


EVA K. AKINS 
fotary Public, State of Florida ot lerag 
ty commission expires Feb, 7, 1959, 


STATE OF NEW YORK, 


On this day personally appeard before me, an officer authorized to take 
acknowledgments of deeds, etc., W. Lee Knight and his wife, Evelyn W. Knight, 
Jacques De Mattos and his wife, Jeanne DeMattos to me well known, and known 

q , ? 
to be the persons who executed the within agreement, and acknowledged that 
i$ £ £ 
they executcd the same for the purposes therein expressed. And the said Evelyn 
W. Knight and Jeanne DeMattos, wives of the said W. Lee Knight, and Jacques 

& , bs ’ a 
De Mattos, upon an examination taken by me, separate and apart from their said 
husbands, acknowledged that they executed the said agreement freely and volun- 
tarily and without any constraint, ceompuision, apprehension or fear of or from 

of » , » aj 
ther said husbands. 
WITNESS my hand and seal this 


\ ' 
_@ay of Sf e-ett} . 1956. 
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We the undersigned, being duly sworn, do hereby declare under oath tut 


sons intcrested in the business or profession carvicd on under the name 
_ HOLIDAY MOTEL AND HOLIDAY RESTAURANT 


Lake City (Columbia County), Florida 


and the extent of the interest of each, is as follows: 


NAME Ewtent of Interest 


i, Lee Knight : 25% 


Ge Enieht 257, 


Jeanne DeMattos 253 


Jacques DeMattos 25% 


‘oa 


Signature 


. i | 
Signature 
La 
Signature 
: 


10-4 CE 


Signature 


STATE OF FLORIDA 


often Bb! 
COUNTY OF tr , By 2. 


Sworn to and subscribed before me this Gir day of to bp a AE »@& Dig Ss 7 
a 


fe MN Bbw, 


EVA K. AKINS 
__-. Natery Public, State..1f ftasidg. at lesgae. 
My ec vnission expires Feo, 7, 


ae 


MINUTES OF 


board of Directors 
Holiday 44 ‘| : City, St ute 
23rd day of May, 1957, at 3:00 o'clock in the afternoon, 
Present were Mr. W. Lee Knight, Mr. Jacques De 
Evelyn W. Knight and Mrs. Jeanne De Mattos of the Board, 
Mr. Knight was unanimously chosen temporary Chairman, and Mrs, 
De Mattos was unanimously chosen temporary Secretary of the meeting, 
The Secretary presented and read a waiver of notice of the mecting 
B 
Signed oy all the directors, which was ordered filed. 
The minutes of the first meeting of incorporators were read and 
approved, 
The following persons were nominated for officers of the Corporation 
to serve until their respective successors are chosen and gualify: 
President W. Lee Knight 
Vice President Jacques De Mattos 
Treasurer Jeanne De Mattos 
Secretar Evelyn W. Knight 
& 


Ballots being duly cast by all the directors present, the Chairman 


announced that the aforenamed persons had been unanimously elected to the 


offices set before their respective names to assume the duties and responsi- 


bilities fixed by the By-laws, 
The President thereupon took the chair, and the Secretary immediately 


assumed the discharce of her duties, 


} 


seconded and ; 
Upon motion daly made, 
RESOLVED, That the office of Dak Company, Inc., located 
Zotel on U. S. Highway 41 south of Lake City, in the County of Colum i 
State of Florida, ve and is hereby designated as the principal office of this 
Corporation within the Sta 


Lee Knight, Jacques De 


Evelyn W. Knicht and Jeanne : atte 1ers of the following 


& 
buildings; as shown by deed dated Dece n 1956 and recorded January 
3lst, 1957 in Official Record book nurs 46, Pases 1436-140 records of 
Columbia County, Florida; have § ‘fe-ed to sell their land and the ouildings thereo 
to this Corporation for the sum of two-hundred-twenty -five-thousand -two-hundred 
dollars ($225, 200, 00) upon the terms hereinafter set forth and 

WHEREAS, the Board of Directors deems it advisable that the corporation 
acquire said land and buildings from W, Lee Knight, Jacques De Mattos, 
Evelyn ¥/. Knight and Jeanne De Mattos for the price aforementioned, 


THEREFORE, BE IT RESOLVED, That this corporation purchase from 


W. Lee Knight, Jacques De Mattos, Evelyn W. Knight and Jeanne De Mattos 
} 


the aforesaid land and buildings more specifically described as follows: 


29 


Comn Ccnce 

of Unit "A", Flora Crest Farms, accordi: eto 

file in the ice of the Clerk of the Circui 

Columodia County, Florid t, and run Norther 

the West line of Lot 3 of said loc} bil atctaa 

40 feet; thence East, parallel to the South 

Lot 3, a distance of 19.6 feet to the East 

line of State Road No. 25, U. S. Highway No, 

now located for a point of beginning and run thence 
East, parallel to the South line of said Lot 3, a distance 
of 358.4 feet; thence Southerly, parallel to the East 
Right of Way line of said State Road No, £25, 4 dis~ 
tance of 840 feet; thence West 358.7 fest to the East 
Right of Way line of said State Road No. 25; thence 
Northerly, along said Right of Way line 840 feet to 
point of beginning; Said lands veing a part of Section 
21, Township 4 South, Range 17 Eas:, “olumsia County, 


Fiorida, 

RESOLVED FURTHER, That the President and Sec retary of this cor- 
poration are hereoy authorized to enter into an agreement on vehalf of thi 
corporation with said W. Lee Knight, Jacques De Mattos, Evelyn W, Knight 
and Jeanne De Mattos to purchase the above described property bos ihe sum 
of two-hundred twenty-five thousand two-hundred dollars ($225, 200. 00) 
upon the following terms: $35,000.00 to be paid oy the is.uance of 100 
shares of capital stock of this corporation, $40,000.00 to be paid by the 
issuance of debenture notes of this corporation payable on demand at the 
stated interest rate of 5% and the Corporation agrees to assume the following 
mortgages: The first mortgage payable to Gulf Life Insurance Company 


in the amount of $49, 030. 33, Second mortgage payable to H. S. McKinnon 


in the amount of $90, 969,67 and commission note payable in the amount of 


/ $10, 200. 00." 


RESOLVED F'} 


corporation, 
RESOLVED FURTHER, 


authorized to pay all fees and exper 


Organization of this Corporation, 


Upon motion duly made, seconded, and unanimous] 


meeting was adjourned 


Ae 


PROOF OF SERVICE 


STATE OF NEW YORK 


COUNTY OF ESSEX 


MARGARET DGRAN being duly sworn, deposes and says; 
that she is over 18 years of age and resides at Lake Placid. 


On the 29th day of March, 1976 deponent served three copies 
of petitioners appendix by mail, addressed to respondent at 
U.S. Dept. of Justice, Washington, D. C. by depositing same 
enclosed in a postpaid properly addressed wrapper, in -- a 
post office -- under the exclusive care and custody of the 
United States post office department within New York Stat 


Sworn to before me this 29th 


day of March, 1976. . 


